Report of the
Audit Division on the
Washington State Democratic

Central Committee
January 1, 2003 - December 31, 2004

Why the Audit

Was Done

Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that is
required to file reports
under the Federal
Election Campaign Act
(the Act). The
Commission gemerally
conducts such audits
when a committee
appears not to have met
the threshold
requirements for
substantial compliance
with the Act.! The audit
determines whether the
committee complied with
the limitations,
prohibitions and
disclosure requirements
of the Act.

Future Action
The Commission may
initiate an enforcement
action, at a later time,
with respect to any of the
matters discussed in this
report.

1 2 U.S.C. §438(b).

About the Committee (p.2)
The Washington State Democratic Central Committee

(WSDCC) is a state party committee headquartered in Seattle,

Washington. For more information, see the chart on the
Committee Organizaiien, p. 2.

Financial Activity (p. 2)
o Federal Receipts

o Contributions from Individnals
Contributions from Other Political Committees
Transfers from Affiliated Party Committees
Transfers from Nenfederal and Levin Funds
Other Federal Receipts
Total Federal Receipts

o Federal Disbursements
Operating Expenditures
Contributions to Federal Cartdidates
Independent Expenditures
Coordinated Party Expenditures
Federal Election Activity
Other Federal Disbursements

Total Federal Disbursements

e Levin Receipts
e Levin Disbursements

Findings and Rocommendations (p. 3)

e Disclosure of Disbursements (Finding 1)

000O0

0OO0O0OO0COO

Excessive Contributions Made to Federal Candidates (Finding 2)

[ ]
e Misstaternent of Levin Financial Activity (Finding 3)
e Reporting of Apparent Independent Expenditures (Finding 4)

$ 2,632,225
1,154,210
2,569,816
659,526
39,204
$7,054,981

$ 3,420,026
31,241
607,290
723,065
1,019,259
662,438
$6,463,319

$ 87,750
$ 78,117
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Part I
Background

Authority for Audit

This report is based on an audit of the Washington State Democratic Central Committee,
undertaken by the Audit Division of the Federal Election Commission (the Commission)
in accordance with the Federal Election Campaign Act of 1971, as amended (the Act).
The Audit Division conducted the audit pursuant to 2 U1.5.C". 3438(b), which permits the
Commission to conduct audits and field investigations of any political committee that is
required to file a report under 2 U.S.C. §434. Prior 10 conducting any audit under this
subsection, the Commission must perform an internal review of reports filed by selected
committees to determine if the reports filed by a particular committee meet the threshold
requiremeats far substantial camptiance with the Act. 2 U.S.C. §438 %L

Scope of Audit ¥

Following Commission approved procedures, the Audn <alt evaluated vahoug factors
and as a result, this audit examined:

1. The receipt of excessive contiihutions and loans.

2. The receipt of contributions fro r()hlbllul sources.
3. The disclosure of contributions -l.vyed.
4
5

»

b

%
. The disclosure of disbui~cinents, débts and obligations. '
. The disclosure o1 expenses allocated between lederal, ,%%nfederal, and Levin
accounts. -
The consistency‘between reported figuré‘s“g*% id bank records.

o N O

The completeress of reconds. %
Other committee operations nu.cvsar) to theseview.



Overview of Committee
Committee Organization
Important Dates WSDCC
e Date of Ragistration October 16, 1979
e Audit Coverage January 1, 2003 —December 31, 2004
L5
Headquarters Seatt__lg‘ffﬁ??ﬁéhington
Bank Information &fw" N
e Bank Depositories A2 R
e Bank Accounts . | 6 Federal, 6 Nonfederal, 1 Levin
"Vf‘;‘} 5
Treasurer o Ex _’s&
e Treasurer When Audit Was Conducted Habibﬁ*iHabib R
e Treasurer During Period Covered by N4

j 3\, blbe Habib

Management Information

Attended FEC Carmpaign Finance Seniﬁ" it

Software Paekage

Used Commonly Available Campaign Maim,unen_l Y% .

Who Handled Acéiiiniing and nd Recardkeeping Tasks

Overview of Financial Activity

< (Audited Amounts)
Federal@ash on hand @ .%mmn l , 2003 $ 71,554
o Contijbutions from Indiyifiyals * 2,632,225
o Contribi jons from Othef'Bolitical Committees 1,154,210
o Transfers$iom Affiliated Pitty Committees 2,569,816
o O Levin Funds 659,526
0 : 39,204
Total Federal Recelpt.s $7,054981
o _Operating Expenditufés” 73,420,026
o Contributions to Federal Candidates 31,241
o0 Indeperident Expenditures 607,290
o Coordinated Party Expenditures 723,065
o Federal Election Activity 1,019,259
0 Other Fedaral Disbursements 662,438
Total Federal Dishursements $ 6,463,319
Federal Cash au hrmd @ Decamber 31, 2004 $ 663,216
Levin Cash an hand @ Janunry 1, 2003 $ 0
Total Levin Reenipts 87,750
Total Levin Disbursements 78,117
Levin Cash on hand @ December 31, 2004 $ 9,633




Part III
Summaries

Findings and Recommendations

Finding 1. Disclosure of Disbursements

The Audit staff identified 68 disbursements, totaling $1,800:636, which lacked or
inadequately disclosed the required information. In |L‘“‘|he to the interim audit report
recommendation, WSDCC filed amended reports that ~uilig L%;gtly disclose the required
information. (For mere detail, see p. 4)

%
Finding 2. Exgoessive Contributions Made to E‘%gderal
Candidates N

The Audit staff identified six contributions to ‘thret I'cdc.raxia;andldates that éxceeded the

limitation by $6,103. In responsc o the interim audit report recommendatioh;yWSDCC
resolved all but $2,707 of these exacessiva contribulions (For more detail, see p. 7)

Finding 3. Misstatement of Leyin Finafclal Activity

A comparison of WSDCC "« reported 1.cv in finanicial activity 163 bevi
identified a misstatement of 1eceipts, disbursement. ang2004 ending cash on hand. In
response to the manm audit report recommendfition, WSB GC amended its Schedules L
(Aggregation Page: Lévin ef} Schedule .-A (Itemized Roceipte of Levin Funds), and
Seneduie 1.-B ( Itemlzed l)hhursunculs of Levin:Funds) to correct the misstatements
notud above. (For more del.ul see p.Y) i)
{ B
Finding 4. Reporting of Appafgnt Independent
Expenditures
The Auditistaff identified 10 disburseménts, totaling $607,290, for apparent independent
expendltures made by WSDUC that, based on the available documentation, were reported
on the wrong scligdule. As mdependent expenditures, these transactions should also have
been reported by WSDCC within the required 24 or 48 hour period. In response to the
interim audit report recommendation, WSDCC amended its reports to correct two of
these transactinns totaling $90,436. For the remnining 8 transactians, totaling $516,854,
WSDCC filed amended reports disclosing them as volunteer exempt activities on
Schedule B. WSDCC was unable to locate any docnmentation regarding the volunteer
participation with respect to these communications. Given the lack of clarity at the time
of these communications regarding the amount of volunteer involvement needed to
qualify for the volunteer materials exemption, no further corrective action is necessary.
(For more detail, see p. 11)




Part IV
Findings and Recommendations

Finding 1. Disclosure of Disbursements

Summary

The Audit staff identified 68 disbursements, totaling $1,800.636, which lacked or
inadequately disclosed the required information. In response Lo the interim audit report
recommendation, WSDCC filed amended reports that suil |<.|ently disclose the required
information.

Legal Standard WS
A. Reporting Disbursements. All pohtu.’i‘l comimnittees shall repof the total amount of
disbursements made during the reporting period during the calen: %ear in each of
the following categories: :
e Operating expenditures for allocated federaﬂngw%dcral activity on Sglyledule H4
(Line 21a) and Operating ¢xpenditures other’ han shared operating expenditures
on Schedule B (Line 21b:: .
e Contributions made to other'p
e Independent cxpenditures

htlca%i)nnmttees on§Schedule B (Line 23);
ade by the reporting comnptgtge on Schedule E (Line

2 U.S.Cl §441a(d) on Schiide F (Line 25);

edule B (l.inc 29); and

Schedule H6 (Line 30a) and Federal
hfunds on Schedule B (Line 30b). 11

Cr R 3 I()I@‘( i il Election Commission Campaign

Guide for Pokitical P.ul\ C ommxtte\.a, Pp. 70-71.

B. Itemized Information. \When expenditures to the same person exceed $200 in a

calend.r yvar, the commitice must report the:

e Name v} payee;

e Address of payee;

e Purpose of diSbur ment (a brief but specific description of why the disbursement
was made);
Date of payment; and
Amount. 2 U.S.C. §434(b)(5)(A) and 11 CFR §§104.3(b)(3)(i) and 104.9.

C. Examples of Purpose.

e Adequate Descriptions. Examples of adequate descriptions of “purpose” include
the following: dinner expenses, media, salary, polling, travel, party fees, phone
banks, travel expenses, travel expense reimbursement, catering costs, loan
repayment, or contribution refund. 11 CFR §104.3(b)(3)(i)(B).

o Inadequate Descriptions. The following descriptions do not meet the requirement
for reporting “purpose™: advance, election day expenses, other expenses, expense
reimbursement, miscellaneous, outside services, get-out-the-vote, and voter




registration. 11 CFR §104.3(b)(3)(i)(B) and Commission Policy Statement at
www.fec.gov/law/policy/purposeofdisbursement/inadequate_purpose_list_3507.p
df.

D. Reporting Allocable Expenses Between Federal Funds and Levin Funds. A
State, district, or local political party committee that makes a disbursement for
Federel election activity that is allocated between Federal funds and Levin funds muat
state the category of Federal election activity for which each allacable disbursement
was made. 11 CFR §300.36(b)(2)(i)(B).

E. Categories of Allocable Federal Election Activity. .\ Siate, district, or local
political party committee may allocate dleUI‘SL ments huween Federal funds and
L evin furids for:

Voter Registration Activity;

Voter Identifioation; .

Get-Out-The-Vate Activity; and g%»

Generic Campaign Activity. 11 CFR §3(X).33(a) 1) and (2).

~

A
F. Categories of Non-Allocalfﬁedcral Election Activity. The following'costs
incurred by State, district, and locul _pasty commitices and organizations must be paid
for only with federal funds:
e A public wnunﬁqngg::}tlon that refers (o a clearly identified candidate for federal
office and thédtipromotes. attacks. supports uri%jiposes any'candidate for federal
office; and s
e Services pen ided duriiy 8 menth by an cmployee of a state or local party
committee W ho spends moie than 25 percent of their compensated time daring
that ironih on attivities in conhection with a federal election, including FEA. 11
CIR $300.33(¢)(1)-and (2)

G. \glunteer Activity. for l’arl\ ‘Committee. The payment by a state committee of a
pOlEl | party of the €Sts of campaign materials (such as pins, bumper stickers,
handbitls *brochures, posters, party tabloids or newsletters, and yard signs) used by
such committee in connection with volunteer activities on behalf of any nominee(s) of
such party is pot u contribution or disbursement, provided that the following
conditions are met:

1. Such paymert 1~ not for cost incurred in connection with any broadcnstiag,
newspaper, magazine, bill board, direct mail, or similar type of general public
communication. The term direct mail means any mailing(s) by a commercial
vendor or any mailing(s) made from commercial lists.

2. The portion of the payment allocable to federal candidates must be paid with
federal funds.

3. Such payment is not made from contributions designated by the donor to be spent
on behalf of a particular candidate for Federal office.

4. Such mnierials an: distributed by volunteers and nat by carnmercial or for profit
operations.

5. If made by i political committee such payments shall be reported by the political
committee as a dishursement.



6. The exemption is not applicable to campaign materials purchased by the national
party committees. 11 CFR §100.87 (a), (b), (c), (d), (¢) and (g) and 11 CFR
§100.147 (a), (b), (c), (d), (¢) and (g).

Facts and Analysis
The Audit staff identified 68 disbursements, totaling $1,800,635, which lacked or
inadequataty disclosed the required information. These disclosure issues consisted
primarily of:
e Forty-seven dlsbursements totaling $1,759,565, that were itemized on the
incorrect schedule.? These consisted primarily of ]

» six disbursements itemized on Schedules 13 (l-umzed Disbursements), H4
(Disbursements for Allocated Federal/Nmu,-dcl_%ctivity), or H6
(Disburssments of Fedetal and Levin Tunds for Allocited Federal Election
Activity), totaling $705,989, that should be disclosed on.Schedule F as
Coordimited Expenditures; ‘&%

> ten disbursements itemized on Scl' ules B or H6, totalimg $= 93 1290, that
should be disclosed en Schedule E nd;pmd Expenditu (“.., Finding
4); and -

-
> thirty disbursements ncmucd’“ on Schedules 14 or H6, totaling $446,0215, that
should be disclosed on %hcdulu B. Line 21b as nun-allocable federal election
activity.
¢ Nineteen disbur sements iiemized on Schedule II() lm.llm“’é $40,245, that disclased
the incorrect allocated activity or event. —~

%

The Audit stalT discussed ghis 1inttee; ith WSDCC representatives at an exit conferenco
and provided a scliedule B&inc |ransactlous nolcd _hove.

Interh%\ t Report Reco ‘%endaﬂon and Committee Response

The Attitstaff recomménded that DCC amend its reports currectly disclosing these
disbursem %t

In response to Eﬁﬁ inlerim audit repoct, WSDCC amended its reports correctly dioclosing
the disbursements. I 1~ nowd. however, that for disburse:nents totaling $650,433
WSDCC believes the disbursements qualify for the volunteer activity exemption and
reported the disbursemenis as such on Schedule B instead of as independent or
coordinated expenditures as recommended by the Andit staff.

For one disbursement of $133,579, the Audit staff believes it should have been disclosed
on Schedule F as a Coordinated Expenditure since the disclaimer on this mailing stated
“Paid for by Washington State Democratic Central Commlitee, Paul Berendt, Chairman,
and authorized by People for Patty Murray”. For this muiling entitled “Too Extreme”,
counsel for WSDCC provided an affidavit from a regional field director for the Patty
Murray for U.S. Senate campaign which stated that “I cnnnot recall 1he exact particulars

2 No Federal under-funding resulted from dishursaments arroneorsly reported as allocable activity on
Schedules H4 or H6.



of what each volunteer did. However, I can recall, generally that the volunteers played an
extensive role in the preparation of this mailing™. Also provided were photographs of
intividuals handling the communication in a mail shop type setting.

The Audit staff also believed that eight disbursements totaling $516,854 that were
undettaken on behalf ¢f Jalm Karry shouid have been reparted as independent
expenditures. WSDCC said it believed that the mailings were intendert as volunteer
exempt activities but that it was “unable to locate any documentation regarding the
volunteer participation with respect to these commumcatlons

The Commission recently considered the volunteer m‘mﬁglals exemption in other matters
and recognizes the confusion in the regulated commuinity about how much volunteer
involvement is neoessary to qualify for the exemption. Gwc}%&a lack of clarity on this
issue at the time of these mailings, the Audit stafl concludes that no further corrective
action is wequired. y

Finding 2. Excessive Contributi%ns l\ﬁ%e to Fe&%’%l

Candidates
’ “{&}
Summary M

The Audit staff identified slx contnhuuins to three IFederal ca?ldldates that exceeded the
limitation by $6,103. 'In respense to the ifiterimeudit repaort |ec6%1mendat10n WSDCC
resolved all but 707 of thcs%’excessw stcontributions.

Legal ‘itandard N

A. Limits on Contribuitions Mai b\ State and Local Party Committees. No
_mulitcandidate 1) litical committee shall' make contributions to any candidate and his
gaulhonzed political commi# 7 i€es with respoect to any election for Federal office which,
mdhc aggregate, uu.c.d $5,000. 2 U.S.C. §441a(a)(2)(A).

B. Del'milion of N.ultuandﬁdate Commitee. A multicandidate committee is a political
committee that:
e Has beeﬁ%gislered with the Commission or the Secretary of Senate for at least 6
months;
Has received contmbutions for Federal candidates fsonr more ttmn 50 persons; and

(except for any State political party organization) Has made contributions to 5 or
more Federal candidates. 11 CFR §100.5(e)(3).

Facts and Analysis
The primary election for Washington State was held on September 14, 2004. The general
election was held on November 2, 2004. Thr Andit staff identified six contributions to
three federal candidates that exceeded the limitation by $6,103. These excessive
contributions consisted of:
e Two primary election contributions to Alben 2004 that exceeded the contribution
limit by $3,180. WSDCC made a $3,000 contribution on September 22, 2003, an



in-kind contribution for $2,180 on October 22, 2003, and a $3,000 contribution on
December 8, 2003;

e Two primary election contributions to Barbieri for Congress that exceeded the
contribution limit by $2,207. WSDCC inade a $2,500 contriburion an Decamber
22, 2003, a $1,000 contribution on January 28, 2004, an in-kind cantribution for
$2,207 on April 2, 2004, and a $1,500 contribution on May 20, 2004; and

e Two general election contributions to Friends of Sandy Matheson that exceeded
the contribution limit by $716. WSDCC made an in-kind contribution for $500
on September 27, 2004, a $5,000 contribution on Scptember 28, 2004, and an in-
kind contribution for $216 on October 26, 2004.

The Audit staff discussed this matter with WSDCCyfepresentatives at an exit conference
and provided a schedule of the transactions noted abgve. P

Intarim Audit Report Recommendation antl Comﬂﬁ’t e Response
The Audit staff recommended that WSDCC prcsent evidence that the: zcontributions were
not excessive or request refunds and submit evidence of the refunds.

In response to the interim audit f r;cporl WSDCC l()()% ;tollowing actions: o
e With respect to those conlnhulmnﬁ.g;made to Alben2004, counsel for WSDCC
stated that the Alben campaigh, fatled to make a refiind for the excessive
contributions. The Commissigrpe: mitted the Alben 2004 committee to terminate
in March 2003. | ierelare, WSDCC was unable to re‘ﬁﬁ%t a refund in response to
the imterim @l 1eport.

e  Wiih respuit to those mnanbutlons mexle 10 Bambieri-for Congress, connsel for
WSDCC statedithat a potfion of the in-kind cantribution was for voter file access
_(82.2071 aud had been mos edite.amended Schedule F as a coordinated
" esperdituré, - -
§o With respect 19ithose egiitributions ma@ﬁ,e to Friends of Sandy Matheson, counsel
. fTor WSDCC s that tk kind contributions had been reclassified as

‘coordmated expe Ms and had been moved to Schedule F.

The Audit stéfffroviewed amended reports filed in response to the interim audit report and
did not find any$poition of the $2,207 in-kind contribation for voter file access marie an
April 2, 2004 to Bahueri for Congress reported on Schedule F as a coordinated
expenditure. This $2.207 in kind contribution remains excessive and has not been
resolved. '

WSDCC filed amended reports disclosing the $216 in-kind contribution to Friends of
Sandy Matheson on Schedule F as a coordinated expenditure. The $500 in-kind
contribution on September 27, 2004 was not reclassified on Schedule F as a coordinated
expenditure as WSDCC'’s counsel asserted, but remained on Schedule B. This $500 in-
kind contribution remains excessive and has not been resolved.



| Finding 3. Misstatement of Levin Financial Activity

Summary
A comparison of WSDCC’s reported Levin financial activity to Levin bank records

identified a misstatement of receipts, disborsements, and 2004 ending cash on hand. In
response to the interim audit report recommendation, WSDCC amended its reports to
correct the misstatements noted above.

Legal Standard -

A. What to Report. A state, district or local party comrittee of a political party that is
a political committee must report all receipts and dishui~ements made for Federal
election activity (FEA) if the aggregate amoungol such receipts and disbursements is
$5,000 or more during the calendar year. Tl:: Uis€losure uquucd must include
receipts and disbursements of Federal fund-~ und of Levin fi ':a s used far Federal
election activity. Eaeh repoit must disclos:

e The amount of cash on hand at the beginning and end of the reporting period;
e Tha tatal amount of reeeipts for the reporting perio alen
e The total amount of disbursements for the u,purl ing period and for tk alendar
year; and
e The total amount of transfers of 1. ,\,_»_a, Funds from its Levin account to its Federal
or allocation account. 11 CER $300%36(b)(2). e

Jprs o

B. When to Itemize. The committee mwst itemize anyife e
person for Federal eleotlun activity ort Schedule L-A% iditemize any dlsbursement
of $200 or morc 1o any person for Fedcral election actmty on Schedule L-B. 11 CFR
§300.36(b)(2)(iv)

Facts and An is
A uunpanson of WSD('(7's répei e Levn findncial activity to Levin bank records
identifidd.a misstatement of recelpts disbursements, and 2004 ending cash on hand.®> The

following chart outlines the dm,repan%evs

™

* This activity is reported on Schedules L (Aggregation Page: Levin Funds), L-A (Itemized Receipts of
Levin Funds), and L-B (Itemized Disbursements of Levin Funds). The L schedules are memo schedules
and do not affect totals on the Summary and Detailed Summary Pages.
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2003 - 2004 Activity
Reported Bank Records | Discrepancy
December 19, 2003 $ 0 $ 0 $ 0
Opening Cash Balance
Receipts $72,750 $87,750 $15,000
Understated
Disbursements $72,750 .$78,117 $ 5,367
Understated
December 31,2004 $ 0 $ 9,633 $ 9,633
Ending Cash Balance Understated
The understatement of receipts was due to: A _
e WA Federation of State Employeeé contrihution on Deceifiber, 19,
2003 not reported on Schedule L-A w%&a +$ 7,000

Washington State Council of County andCity Employees
contribution on December.31, 2003 not repo:
Grassroots Democrats contribunion on Janudryz30
reported on Schedule L-A B
AFL-CIO COPE PCC returfigd, dcpn_;?i on _Novefﬁﬁ 15, 2004 not
reported on Schedule L-A (Ofiginal deposit on Ocio <328, 2004
reported)
YR £ 04 2. iy
Net RecejptlUnderstafement <5

S

bt J
N
4,

The understatement 6fZdisbuiscments was duc 1@:

@
r

e  Bank charges not 1epezged on Schedule'L
~

Portion of 1.eX in funds Transfer of*®@gtober 29, 2004 reported on
Schedule H3 but not reporivd oo Schedule L-B

:Net Disbursement l'ndcr.sl:ngmncut

edGnSchedule L-AY 3 + 3,000

+ 5215
$ 5,367

The December 3 1. 2004 ending cash balance difference of $9,633 resulted from the
receipts and di~bur~cment understatements noted above.

The Audit staff discussed this matter with WSDCC representatives at an exit conference
and provided a schedule of the transactions noted abave. WSDCC stated they wouii
amend the appropriate schedules as necessary.

Interim Audit Report Recommendation and Committee Response
The Audit staff recommended that WSDCC amend its Schedules L, Schedule L-A, and

Schedule L-B to properly report the Levin receipt and disbursement activity.

In response to the interim audit report, WSDCC amended its reports to correct the
misstatements noted above.
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Finding 4. Reporting of Apparent Independent
Expenditures

Summary

The Audit staff identified 10 disbursements, totaling $607,290, for apparent independent
expenditures made by WSDCC that, based on the available documentation, were reparted
on the wrong schedule. As independent expenditures, these transactions should also have
been reported by WSDCC within the required 24 or 48 hour period. In response to the
interim audit report recommendation, WSDCC amended its reports to correct two of
these transactions totaling $90,436. For the remaining 84ransactions, totaling $516,854,
WSDCC filed amended reports disclosing them as v: oltinicer cxempt activities on
Schedule B. WSDCC was unable to locate any dogggmm auu%{egardlng the volunteer
participation with respect to these commmunicatidils. “Given tﬁ@fack of clarity at the time
of these communications regaxding the antoun! ol vplunteer involy

qualify far the volunteer materials exempt;iﬂc\)n,_ o lurther correctivea:

SO N
Legal Standard

A. Definition of Independent E xpendllure. An independent expenditure i is an
expenditure for a communication. such i~ i web site, new: spaper, TV or direct mail
advertisement, that:

» Expressly ad\ ocates the electiogzor deteat nl a clearl%dgnuﬁed carididate; and
e Is not coozdinfed w ||ha candidsite: candidaic’s commitice, party committee or

B. Clearly Identlﬁed an : w,A cunriaiatc is “clearly identified” if the candidate’s

namig fame or il -de'eél’é or the id€glity of the candidate is otherwise
app : ent ﬁ*Ql ‘R §100¢. - ey
3 "‘JM- N R X - qu

C. Express Advocacy “I:xpres§¥Aidvocacy” means that the communication inciudes a
messag; &;\hat unmistakably urgesz Igctxon or defeat of one or more clearly identified
candidate(s). There arc Iwo ways hat a communication can be considered express

yuse of certaif “explicit words of advocacy of election or defeat” and by

| %ﬂ: inte rp%ctatum” test. 11 CFR §100.22.

the “only rea

1. Explicit Wor%s_g_i,l' Advocacy of Electinn or Defeat. The following words
convey a message of express advocacy:

e “Vote for the President,” “re-elect your Congressman,” “support the
Democratic nominee,” ““cast your ballot for the Republican challenger for the
U.S. Senate in Georgia,” “Smith for Congress,” “Bill McKay in ‘02”;

e Words urging action with respect to candidates associated with a particular
issue, e.g., “vote Pro-Life” / “vote Pro-Choice,” when accompanied by names
or photegraphs of candidates identified as either supporting or opposing the
issue;

o “Defeat” accumpanierl by a photograph of the apposed candidate, the opposed
candidate’s name or “reject the incumbent’; and

9 ¢
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e Campaign slogan(s) or word(s), e.g., on posters, bumper stickers and
advertiserhents, that in context can have no other reasonable meaning than to
support or oppose a clearly identified candidate, for example, “Nixon’s the
one,” “Carter ’76," “Reagan/Bush.” 11 CFR §100.22(x).

2. “Only Reasonable Interpretation” Test. In the absence of such “explicit words
of advocacy of election or defeat,” express advocacy is found in a communication
that, when taken as a whole and with limited reference to external events, such as
the proximity to the election, can only be interpreted,by a “reasonable person” a
advocating the election or defeat of one or more cl¢ “a" identified candldates(s)
11 CFR §100.22(b)(1) and (2).

Allocation Among Candidates. When an g;gdqwcndcnt enditure is made on
behalf of more than one clearly identified candidate, the cd minittee must allocate the
expenditwe among the candidates in proporiiun to the benefl-, Jat each is expected to
receive. Far example, in tha case of .i puhllcaﬁon or hreadcast aogimunication, the
attribution should be determined by the ortion of space or time*devoted to each
candidate in comparison with the total spac€ior inne devoted to all the candidates. 11

CFR §104.10 and 11 CFR §106.1¢a..

Payment for Communfcations th.nl are FFederal K Iectmn Activity. If a State,
district, or local party committec"s payment on behalf O oth a Federal candidate and
a nonfederal candidate is for a Federal clection activity. l}Federal funds may be
used for thu entire payments, 11 CFR 2106.1(u)(2).

%
Reporting lndnp,gndent I \“bndltures. L:very political committee that makes
independent c,\pendmun st report all such mdependent expenditures on Schedule
L, ;

Political commmccs and other persons wﬁ'g make independent expenditures at any
time %ging a calendar vear — up to and including the 20™ day before an election —
must disclose this activity within 48%hours each time that the expenditures aggregate
$10,00() o1 more. ’

Palitical committees and urimr persons who make independent expenditums duning
the last 20 days up 10 24 hours — before an election, muist disclose thic activity
within 24 hours each time that the expenditures aggregate $1,000 or more. 11 CFR
§104.4.

Definition of Coordinated. Coordinated means made in cooperation, consultation or
concert with, or at the request or suggestion of, a candidate, a candidate’s authorized
comrmnittee, or their agents, or a political party comunittec or its agents.

4 Federal election activity includes a public communication that refers to a clearly identified candidate for
Federal office, regardless of whether a candidate for State or local election is also mentioned or
identified, and that promotes or supports, or attacks or opposes any candidate for Federal office. 11 CFR
§100.24(b)(3).
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Facts and Analysis

The Audit staff identified 10 disbursements, totaling $607,290, for apparent independent
expenditures made by WSDCC that were reported on the wrong schedule. These
expenditures gonsisted of:

e Twe pxpenditures, totaling $183,716, for direct mail advertisements reported on
Schedule B, Line 30b (Federal Election Activity Paid Entirely with Federal
Funds). These expenditures wece to AMS Cammunications, Inc., a political
direct mail firm, and covered art, film, printing, postage, and shipping costs for
persuasion mailings promoting John Kerry (the Democratic candidate for U.S.
President) and attacking George Bush (the Repuhllcal'&‘c:andldate for U.S.
President). The mailings contained the disclaimer “PPaid for by Washington State
Democratic Central Committee,” but did not contain any authorization by a
candidate’s commiftee; and gé;

e Eight experditures, towaling $423,574. for dlrect mail antEautmnated telephone
advertisamedts reported art Schedule H6 (Disbursement ofeRederal and Levin
Funds for Allocated Federal Election Actxvnty) T&tese advertisements promoted
one or mare clearly identified federal f‘an%\dates .and therefore 't st be paid for
solely with federal funds. Each advertiseiient contined the disclaiffer “Paid for
by Washington State Deﬁ? ‘ratic Central Comnmniittee,” but did not co\%m any
authorization by a candidate’~ committee. :

Schedules E and W Imh rc.quuul h.portm-- within enher a 24 or 48 hour time period.
Expenditures aggregate $1,000 o mere during the last 26 days — up to 24 hours kefore
an election (10/14/01  10/31/04) omst be discloved w1thm 24 hours. Expenditures
aggregate $10.000 or more up to axd mcluding the 20™ day before an election (1/1/04 -
10/13/04) inust be disclosed within 18 Loins. %dependent expenditures, two of these
tragf§actions, totaling $133,4788would ha ¢ ryyuired 48 hour notification and the
remajiling eight transaglions, totaling 5473, 812, would have required 24 hour
nOtlflﬁlt)ll X,

h

It is noted tha if the above direct mail advertisements were made in cooperation,
consultation, or coneert with. or at the request or suggestion of, the Candidate or the
Candidate’s author;(ul commiitee, then they are considered Coordinated Expenditures or
contributions.

The Audit staff discussed this matter with WSDCC representatives at an exit confezence
and provided a schedule of the transactions noted above. Inresponse, WSDCC'’s caunsel
believed that these expenditures were exempt party activities, and would provide
documentation, at a later date, supporting that these activities were distributed by
volunteers.

5 Whea an independent expenditure is made on bahalf of more than one clearly identified candidate, the
committee must allocate the expenditure among the candidates in proportion to the space or time devoted
to each candidate in comparison with the total space or time devoted to all the candidates. Tiiese
expenditures should be reported on Schedule E in its entirety, along with memo entries disclosing each
candidate’s share.
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Interim Audit Report Recommendation and Committee Response
The Audit staff recommended that WSDCC provide documentation to support that these
disbursements qualify for the volunteer materials exemption and, for ¢he eight
expenditures totaling $423,574 reported on H6 (Disbursement of Federal and Levin
Funds for Allocated Federal Election Activity), amend its repoiis to properly disclose
these disbursements an Sckedules B.

In response to the interim audit report, WSDCC amended its reports correctly disclosing
2 of the transactions totaling $90,436 originally reported on Schedule H6. The portions
of these communications containing references to Federal ¢ .mdldates were disclosed as
Independent Expenditures on Schedules E. The portions ol these communications
containing non-federal candidates and generic references to the Democratic Party were
reported on umended Schedules B, Line 30(b) (Fedzral Lluuén Activity Paid Entirely
with Federal Funds).

WSDCC disclosed the remaining eight expenditures, for mailings undéztaken on behalf
of John Kerry at a cost of $516,854, on amended Schedules B, Line 30@»). I'he portions
of these communications containing references 1o Senatoi Kerry were di ~closed as
volunteer exempt activities. The portions of these communications containing non-
federal candidates and generic references to the Demo%c Party were d1sc10sed as
Voter Outreach Mail, Non-federal pomomof candidate ; allplece or Generic portion of
mail piece. As noted in Finding 1, W&S“\?QC(_ was able toTe 2

_ ate any documentation
regardihg the volunteé’fégr&y@aqgrement with respecttodfiese comimynications. The

Commission negg%% seonsidered tha volunteer:diateri: ¢ %Xemptmn in ortter matters and

recognizes the Iibn in thegegulated u)mmumty ahotitthow much volunteer

invalvement is necessany to qualify for the exemption and has undertaken the preparation
%%t :

of a policy stitement ‘%ﬂ fyy \? . Giv en lhe lack of clanty on this issue at the
time of these mailings, nodurthér corregtive i




